This research investigates the interrelationship amongst the variables of service personalization, customer satisfaction and e-loyalty and the moderating effect of switching costs on the said relationships in the Internet banking segment in Hong Kong. Findings from 306 respondents confirm the significant positive effect of service personalization on customer satisfaction and e-loyalty, and customer satisfaction is found to have a positive effect on e-loyalty. However, evidence of switching costs as a moderator does not exist, suggesting that the effects of switching costs on the relationship between customer satisfaction and e-loyalty, and between service personalization and e-loyalty may be more complex than originally hypothesized. This research contributes to consumer marketing research in banking by adding empirical evidence of the positive role that service personalization plays on e-loyalty in the Internet banking sector.
Introduction
Customer loyalty is an essential ingredient of almost all kinds of businesses. Studies have found that it is expensive to acquire new customers and new customers usually buy less. Retaining existing customers, however, is much cheaper and easier (Ahmad and Buttle, 2002) . To most banks, these customers represent a stable source of income and growth. Prior research has revealed that there is a strong association between customer satisfaction and brand loyalty (Anderson and Sullivan, 1993; Leverin and Liljander, 2006; Ribbink, Allard, Veronica and Sandra, 2004) . Having a large pool of loyal customers is generally regarded as a major source of sustainable competitive advantage (Anderson and Mittal, 2000) . In the banking industry, customer retention has been found to be a key determinant for long-term profitability, as selling products to existing customers costs much less than selling to new customers (Lam, Burton and Lo, 2009 ).
In the past thirty years, the use of the Internet has dramatically revolutionized how businesses are conducted in the banking sector (Methlie and Nysveen, 1999) . The very nature of Internet banking brings banking services to the personal space of individual account owners. With the aid of a computer or any Internet-equipped devices, one can access his bank accounts and perform banking transactions virtually any time any where. This disintegration of the geographical and time barriers have brought great convenience to customers. From the banks' perspective, however, Internet banking not only brings about additional costs but also pushes the battle line of customer retention beyond the traditional service counter to the personal spaces of individual customers. The new competitive landscape demands a firm grasp of the needs of their existing customers and practical ingenuity that enables banks to keep their customers from switching by a simple 'click-and-go' (Friedman, 1999) .
The Challenges of the Banking Segment in Hong Kong and the Research Gap
A saturated market with cyclic upheavals in the past few years has induced banks in Hong Kong to compete fiercely both locally and internationally. And, in addition to successive reductions of interest rate spread (Wong, Fong, Wong and Choi, 2007) and rising wages (Tsang, 2010) , high property rents have significantly eroded potential profits of the banks in Hong Kong as many of these banks are headquartered or having their main branches set up in prime locations. To increase profit as well as to meet many other challenges they are facing, Internet banking has become their strategy of choice.
To the banks that have chosen Internet banking, the Internet provides them with a low-cost option for serving their customers. It helps them to streamline operating costs and improve efficiency. It reduces the costs of paperwork related to transactions and offers ample opportunities for banks to retain existing customers and attract new ones. Customers find that Internet banking adds value to their lives as it gives them access to banking and financial services 24 hours a day, 7 days a week (24/7).
Nothing breeds customer loyalty and satisfaction more than quality customer service. Quality customer service in Internet banking refers to a bank's ability to create a secure and convenient online platform that not only provides what competitors are providing but also what customers are expecting. The importance of customer loyalty in marketing is well acknowledged by researchers (Reichheld and Schefter, 2000) , the influence of some antecedents to customer loyalty, however, remains unclear. Although prior research has identified customer satisfaction, service personalization, and switching costs as key drivers of customer loyalty, findings regarding the effect of switching costs on customer loyalty have been contradictory (e.g. Johnson, Sivadas and Garbarino, 2008; He, Cheung and Tse, 2009 ). This study examined the direct and indirect influences of service personalization on customer loyalty in Internet banking (e-loyalty). The study used Anderson and Srinivasan's (2003) definition of e-loyalty as an Internet banking user's favorable attitude toward an Internet banking service; a favorable attitude is demonstrated by a patron's continued and repeated use of a particular Internet banking service.
On the other hand, research to date has largely neglected the moderating influences of switching costs on the relationship between service personalization and e-loyalty and on that between customer satisfaction and e-loyalty. This study developed a conceptual model that tested all these variables and examined the direct and indirect relationships among the pivotal components to the breeding of loyal customers, namely switching costs, customer satisfaction and service personalization using samples drawn from Hong Kong Internet banking users. The study contributes to consumer marketing research in banking by adding empirical evidence of the positive role that service personalization plays on e-loyalty in the Internet banking sector.
Theoretical Framework

Service Personalization
The rapid growth of information technology (IT) has not only changed the ways that information is collected and used, but also the ways in which businesses are conducted. With the Internet serving as a conduit and with the growing abundance of IT-based products, such as faster and cheaper computers, the increasing popularity and availability of smartphones and tablet computers, companies are now able to provide services to customers that they have never been possible to provide before. Being a key enabler of service personalization, IT has made one-to-one marketing in banking a reality. The next step in this trend will be to use customer relationship management infrastructure to find out what customers value and tailor the service to their particular needs (Montgomery and Smith, 2009; Peppers and Rogers, 1997) with the aim of further enhancing their loyalty.
A bank which is capable of providing truly personalized service differentiates itself from other banks as each of its customers is provided with sets of banking services catering to their unique needs (Hanson, 2000) . With high service differentiation, the bank can then compete in the blue ocean instead of the red sea and earn higher profit than its competitors (Kim and Mauborgne, 2005) . Therefore, our first hypothesis was:
Hypothesis 1: Service personalization has a positive influence on e-loyalty of Internet banking users in Hong Kong.
Customer Satisfaction
retaining customers and improving customer loyalty (Mak, Wong and Tong, 2012) . Satisfied customers are more likely to stay and continue to use a bank's services, while unsatisfied customers will walk away and find a different service provider (Methlie and Nysveen, 1999; Leverin and Liljander, 2006) . Keeping customers loyal is a challenge for banks as it is becoming common for bank customers to maintain more than one bank account with more than one bank. The challenge in Hong Kong is particularly big as the Hong Kong Deposit Protection Board provides full guarantee to account holders with a deposit not exceeding HK$500,000 (around US$64,000) in case of a bank default (Lui, 2010) . To depositors who have assets exceeding HK$500,000, putting their money in multiple accounts across a number of banks in order to qualify for the guarantee is a matter worthy of serious consideration.
To the banks, a customer with multiple bank accounts in different banks is more likely to switch one or all of his accounts to another bank if he is not satisfied with the service provided (Lam et al., 2009) . In this study, customer satisfaction was considered as contentment with the overall experience gained from using banking services over time (Oliver, 1980; Anderson and Srinivasan, 2003) . If a bank can provide personalized services to its customers and make its customers feel that the newly provided personalized services are useful and user-friendly, their level of satisfaction increases (Davis 1989; Davis, Bagozzi and Warshaw, 1989) . Therefore, our second hypothesis was:
Hypothesis 2: Service personalization has a positive influence on customer satisfaction of Internet banking users in Hong Kong.
Loyal customers may not be satisfied customers, but satisfied customers tend to be loyal customers (Fornell, 1992) . Previous studies in various settings have revealed that customer satisfaction has a positive influence on customer loyalty (e.g. Leverin and Liljander, 2006; Anderson and Sullivan, 1993) . As it is more difficult for a competitor to attract satisfied customers than unsatisfied customers (Methlie and Nysveeen, 1999) , our third hypothesis, therefore, was:
Hypothesis 3: Customer satisfaction has a positive influence on e-loyalty of Internet banking users in Hong Kong.
Switching Costs
Switching costs play an important role in customer retention. When switching costs are perceived to be high, customers are reluctant to switch to a competing service provider, whereas when the costs of switching are perceived to be low, customers are more likely to switch to a different provider (Colgate and Lang, 2001 ). In the old days, large banks in Hong Kong could easily differentiate themselves from the smaller ones because the former were generally perceived as more stable and therefore reliable. This brand image served as a significant switching barrier to depositors and explained why depositors were willing to accept a lower interest rate for deposits with larger banks such as HSBC and Citicorp. But competition has changed after Hong Kong Deposit Protection Board launched the bank deposit guarantee scheme in 2006 (Lui, 2010) . The scheme has made it more difficult for a bank in Hong Kong to differentiate itself from competitors, especially on the traditional deposit and lending front.
Customers who hold multiple bank accounts are generally perceived as having lower switching costs as they can easily switch from one bank to another (Lam and Burton, 2006) . As switching costs can be one of the antecedents to customer loyalty in the banking industry, it is important for banks to find ways to increase customer switching costs (Beerli, Martin and Quintana, 2004) . One way to achieve this is to provide highly personalized services to meet the needs of individual customers. In the context of Internet banking, service personalization can be done through customized interface, targeted banner, etc.. Our fourth hypothesis, therefore, was:
Hypothesis 4: Switching costs have a positive influence on customer loyalty of Internet banking users in Hong Kong.
Moderating Effects of Switching Costs
Switching costs have often been regarded as one of the reasons of why dissatisfied customers do not switch to another service provider (Beerli et al., 2004; Caruana, 2004; Burnham, Frels and Mahajan, 2003; Colgate and Lang, 2001) . But the level of influence of switching costs varies depending on the industry involved (Burnham et al., 2003; Jones, Mothersbaugh and Beatty, 2002) . In the banking sector, trust plays an important role and costs associated with risk and uncertainty may have a big influence on customer behavior (Singh and Sirdeshumukh, 2000; Gronghaug and Gilly, 1991) . Customers who perceive a high level of switching costs may behave differently from those who only perceive a low level of switching costs. To test this, the following two pairs of hypotheses were proposed: 
Research Framework
Insert Figure 1 Here Based on the above hypotheses, a research framework with four variables outlined in Figure 1 was developed.
Methodology
Quantitative research method using an online questionnaire was adopted to examine the direct and indirect influences of service personalization on e-loyalty as well as the moderating role of switching costs on the above relationships. A total of 2,500 email invitations were sent to randomly selected potential participants.
Measurement Instrument
In order to fully capture the essential features and multidimensional aspects of the above variables, every single variable was measured by way of multi-item scales adapted from prior studies. Service personalization was the only independent variable. The three questionnaire items for service personalization were adapted from Srinivasan, Anderson and Ponnavolu (2002) . E-loyalty was the dependent variable. The 6 questionnaire items of e-loyalty were adapted from Anderson and Srinivasan (2003) . Switching costs were featured as the moderating variable. The 4 questionnaire items of switching costs were adapted from Ping (1993) . Customer satisfaction was hypothesized as an intermediate variable on the causal pathway between service personalization and e-loyalty. The five questionnaire items of customer satisfaction were adapted from Anderson and Srinivasan (2003) .
As the content and construct validity of each variable had already been evaluated by the original authors, it was reasonable to assume that both content and construct validities of the multidimensional-item scales should accurately represent the variables concerned (Wong and Tong, 2012) .
Samples and Sampling Technique
For this study, a simple random sampling technique was chosen to obtain a sample size of 2,500 potential respondents. The email addresses of the potential respondents were randomly selected from email address databases collected from public domain websites. As the focus of this study was Internet banking users, only responses from those who used Internet banking services were taken into account. Out of the 2,500 email invitations sent, a total of 306 responses were received, representing a response rate of approximately 12%.
Data Analysis
The responses collected were processed to look for both direct and moderating effects using the Statistical Package for the Social Sciences (SPSS) for Windows Version 14.
Reliability
Cronbach's alpha was used to measure the internal consistency or reliability of the items in each variable of the questionnaire (Verbeke and Bagozzi, 2000) . As a general rule, variables with a Cronbach's alpha coefficient higher than 0.7 are considered as having a good internal consistency among items (Nunnally and Bernstein, 1994; Shin, Collier and Wilson, 2000) . Table 1 summarizes the Cronbach's alpha coefficients with respect to each of the four variables. All four variables had a Cronbach's alpha coefficient between 0.795 and 0.897 and were therefore considered acceptable for further analysis.
Insert Table 1 Here
Factor Analysis for Reliability Testing
Principle component analysis with Varimax rotation was conducted using SPSS on all items of the four variables in the questionnaire. Items with factor loading less than 0.5 were deleted (Hair, Black, Babin, Anderson and Tatham, 2006 ).
Bartlett's test of sphericity and the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy are the two most common tests performed to see whether the basic assumptions for factor analysis are met (Coakes, Steed and Price, 2008; Hair et al., 2006) . The results showed in Table 1 indicate that Bartlett's test was significant (sig. = .000) and the KMO values were in the range between 0.653 and 0.868, which were all higher than 0.6 (Coakes et al., 2008) , indicating that the performance items were suitable for factor analysis.
Data Analysis
Linear regression was used to test the positive association of hypotheses H1 to H4. Multiple linear regression was conducted to test hypotheses H5a, H5b, H6a and H6b to investigate the possible moderating effects of switching costs on the causal pathway between service personalization and e-loyalty and between customer satisfaction and e-loyalty using the method proposed by Baron and Kenny (1986) .
Results
The linear regression test results in Table 2 confirm that the service personalization had a significant positive impact on both e-loyalty (= 0.487, p < 0.05) and customer satisfaction (= 0.330, p < 0.05). Service personalization explained 23.7% of variance in e-loyalty of Internet banking users in Hong Kong (R 2 = 0.237) and 10.9% of variance in customer satisfaction of Internet banking users in Hong Kong (R 2 = 0.109), giving support to both hypotheses 1 and 2.
It was also confirmed that customer satisfaction and switching costs had a significant positive impact on e-loyalty (= 0.623 and 0.288 respectively, p < 0.05). Customer satisfaction explained 38.8% of variance in e-loyalty of Internet banking users in Hong Kong (R 2 = 0.388) and switching costs explained 8.3% of variance in e-loyalty of Internet banking users in Hong Kong (R 2 = 0.083), giving support to hypotheses 3 and 4.
Insert Table 2 Here Table 3 shows the multiple regression analysis results using the approach proposed by Baron and Kenny (1986) for the test of the moderating effects of switching costs on the respective influences of service personalization (H5a and H5b) and customer satisfaction (H6a and H6b) on e-loyalty.
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From the three models in Table 3 , Model 1 indicates significant total effects of service personalization on e-loyalty (R 2 = 0.237, = 0.418, p < 0.05); and Model 2 shows a significant increase in R 2 value from 0.237 to 0.262. When the moderator of switching costs was added, the explanation power of the model increased slightly by 2.5% to 26.2% (R 2 = 0.262, p < 0.05). When the interaction item of "Pers X sCost" was added to Model 3, the explanation power of the Model increased slightly by 0.2% to 26.4% (R 2 = 0.264). The increase in explanation power was not only small, but also insignificant (=-0.049, p= 0.375). In other words, there exists no significant moderating effects of switching costs on the relationship between service personalization and e-loyalty. Therefore, Hypothesis 5a was rejected and Hypothesis 5b was supported.
From the three models in Table 5 , Model 1 indicates a significant total effect of customer satisfaction on e-loyalty (R 2 = 0.388, = 0.623, p < 0.05); and Model 2 shows a significant increase of R 2 value from 0.388 to 0.434. When the moderator of switching costs was added, the explanation power of the Model increased by 4.6% to 43.4% (R 2 = 0.434, p < 0.05). When the interaction item of "Sat X sCost" was added to Model 3, the explanation power of the Model increased slightly by 0.3% to 43.7% (R 2 = 0.437). The increase in explanation power was small and insignificant ( = 0.059, p= 0.192) . In other words, there exists no significant moderating effect of switching costs on the relationship between customer satisfaction and e-loyalty. Therefore, Hypothesis 6a was rejected and Hypothesis 6b was supported.
Discussion
This study contributes to consumer marketing research in banking in multiple ways. Firstly, it addressed a gap by adding empirical evidence of the positive role that service personalization plays on e-loyalty in the Internet banking sector in Hong Kong. The study found that service personalization has a significant effect on customer satisfaction and customer satisfaction has a significant influence on e-loyalty in the Internet banking sector in Hong Kong.
Most previous studies were on the direct relationships among customer satisfaction, switching costs and customer loyalty. In addition to direct relationships, this study further explored the indirect relationships among the variables featured. Findings of the study revealed that the moderating effect of switching costs on the relationship between service personalization and e-loyalty and that between customer satisfaction and e-loyalty is insignificant. The finding contrasted with prior studies (e.g. Colgate and Lang, 2001; Lee and Cunningham, 2001 ) which asserted that switching costs has a significant moderating effect on the relationship between customer satisfaction and customer loyalty. The contradictory result indicates that switching costs may probably be a more complicated concept than originally hypothesized (Jones et al., 2002; Burnham et al., 2003) . One of the possible explanation is that most of the prior studies were conducted in the traditional transaction settings, and people may perform differently in the Internet world. Further studies are recommended to verify this.
Lastly, the lack of moderating effects of switching costs on the association between customer satisfaction and e-loyalty and on that between service personalization and e-loyalty, may also underline the complexity of the interrelationships hypothesized. It is possible that switching costs play a mediating role instead of a moderating role on such relationships. In other words, service personalization may accustom Internet banking users to the personalized services provided. Getting used to personalized services creates inertia for customers to continue using these services. The same inertia may then keep these users from switching to other banks. On the other hand, being accustomed to the personalized services and customized webpage of a bank may also make it more difficult for customers to learn and ultimately be satisfied with the services provided by competing banks. This in turn increases customer loyalty.
In practical terms, the confirmation that the perception of service personalization has a significant positive impact on the level of satisfaction an Internet banking user may have toward the services provided suggests that, despite the common view that Internet banking is nothing more than a supplement to traditional over-the-counter banking services, service personalization is an important driver of customer satisfaction. As such, to satisfy customers and to ensure the long-term profitability of banks, banking practitioners in Hong Kong need to enhance service personalization in order to increase the satisfaction level of their Internet banking customers.
Furthermore, this study found that both perceptions of service personalization and customer satisfaction have a very strong and significant positive impact on the level of e-loyalty an Internet banking user may have toward an Internet banking service provider ( = 0.487 and 0.623 respectively, p<0.05). The finding suggests that the provision of more personalized services to Internet banking users not only increases their satisfaction toward a bank's services, but also considerably increases their loyalty toward the bank. As such, to retain customers and to capture a greater share of the market, banking practitioners in Hong Kong should enhance their efforts in providing personalized service as these efforts would lead to an increase in customer loyalty.
There are many ways for banks to provide personalized services. Personalization of Internet banking services can be done by simply allowing individual customers to customize the layout of the webpage so that every customer can have his or her unique Internet banking webpage after logging onto the Internet banking server. Service personalization can also be done by the creation of a new service that meets a specific need of an individual customer. For example, banks can provide online personalized financial advice to individual customers based on their transaction history and their personal preferences.
Online banking is branded for its low cost (Gilmore and Pine, 2000) and low cost is a major enabler for mass customization. Through mass customization, a bank can divide its services into different service modules and components, and each service module can be a combination of different service components. For example, a bank can divide its online security trading services into different service components covering stock price quotation, stock purchase, sales of stock, and advice. Each module, say, stock price quotation, may offer different components as options, e.g., real time quotation, delayed quotation with varying time lags (5 minutes, 15 minutes, etc.), and daily transaction history of each stock with different levels of details (from a hourly transaction volume report to a full report listing out the transaction time, volume, price, and security agencies used for each and every stock traded). The bank can charge different customers at different levels of costs basing on, for example, the type of service a particular customer selected, the transaction history of the customer or any other customer parameters. As most of the personalized services cited can be provided by computer-based mass customization, personalized service can be provided to individual customers at low cost.
Another management implication that stems from this study is the confirmation of the significant positive impact that customer satisfaction exerts on the e-loyalty of Internet banking users. The finding suggests that loyalty of a user toward an Internet banking provider increases with growing levels of service satisfaction. If a customer is satisfied with the Internet banking services provided, he will use more of the services from the same vendor. To retain customers and to increase their share of the market, banks in Hong Kong should find ways to leverage on the factor of customer satisfaction as satisfaction breeds loyalty.
Limitations
While the study is expected to contribute to both academic research and management practice in the Internet banking segment in Hong Kong, its findings may be limited in several ways. The use of positivist ontology, the deductive and confirmatory nature of the study and the adoption of quantitative methodology impose the first limitation. Though quantitative methods were used to ascertain the relationships among the variables featured in the model, it is still unclear whether the hypothesized relationships truly represent the linkages among the variables and whether there exist other antecedents to e-loyalty that may affect the behavior of customers of Internet banking in Hong Kong.
The cross-sectional nature of this study imposes the second limitation. Similar to all other cross-sectional studies, this study captured and analyzed a snapshot of a phenomenon only (Sriram and Stump, 2004) , without examining its changes over time. The third limitation is that this study only focused on investigating the links among service personalization, customer satisfaction, switching costs and e-loyalty, despite the possibility that e-loyalty may also depend on other antecedents such as demographic factors (i.e. gender, age, monthly income and so on) and previous experiences. The possible existence of other antecedents may impose limitations on the generalizability of the findings.
Finally, although the sample size of this study (n = 306) was larger than other similar studies (e.g. Cheng, Lam and Yeung, 2006) , the findings which emanated from Internet banking users in Hong Kong may only be valid to the banking industry in Hong Kong and hence may not be generalized to other industries in Hong Kong or the banking industry in other places.
Further Research
There are several opportunities for further study to overcome the limitations identified and discussed in the previous section. First, it is suggested that a further study using a mixed-method approach should be conducted by combining both quantitative and qualitative methods to leverage the advantages of triangulation (Bryman, 2008) . Qualitative tools, for example in-depth interviews, can be used to identify additional antecedents to loyalty in the Internet banking industry. The antecedents identified can then be used for the development of a more comprehensive framework before being empirically tested by quantitative methods with a wider population.
The second research opportunity is to take into account the time lag between cause and effect and conduct a longitudinal study by capturing the dynamic interplay of relationships among the constructs in the research framework (Bryman, 2008) . This approach will allow the researcher to trace and track the changes in the perception of the sampled population over time and enable the researcher to gain a better understanding of the patterns, determinants and dynamics of change in e-loyalty.
Finally, contrary to findings from mainstream research, this study revealed that switching costs do not moderate the relationship between service personalization and e-loyalty or that between customer satisfaction and e-loyalty. This indicates that the relationships among the variables of service personalization, customer satisfaction, switching costs and e-loyalty may be more complicated than that was hypothesized in the study. Further research to find out the true behavior of switching costs would give more insights in both theory and practice for future applications. 
